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AUDITING STANDARDS BOARD 
 
Meeting: Auditing Standards Board (ASB) 
 
Date:  June 8, 2000 
 
Location: AICPA 
1211 Avenue of the Americas 
  New York, NY  10036 
   
Meeting  
Attendance: Deborah D. Lambert, Chair 
  James S. Gerson, Vice Chair 
  Andy Capelli  
  Linda K. Cheatham 
  Robert F. Dacey   
Richard Dieter 
Sally Hoffman  
  Charles E. Landes 
  Scott McDonald 
Keith O. Newton 
  Robert C. Steiner 
  George H. Tucker 
  Bruce Webb  
  Ray Whittington 
 
  Absent 
   
  J. Michael Inzina 
   
  Other Participants 
 
  Gretchen Fischbach, Technical Manager, Audit and Attest Standards 
  Judith Sherinsky, Technical Manager, Audit and Attest Standards 
 
  Observers 
   
  John Bellitto 
  Joe Bentz 
  John Brolly 
Bob Dohrer 
Dave Frazier 
Eric Jacobson 
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Laura Phillips 
Tom Ray 
Jeffrey Thomson 
 
 
I. CHAIR’S AND VICE CHAIR’S REPORT  
 
Deborah D. Lambert, Chair and James S. Gerson, Vice Chair reported on the Audit Issues Task 
Force (AITF) meeting of May 9, 2000 in New York, NY.  A summary of the meeting is attached. 
 
II. AGENDA ITEMS PRESENTED AT MEETING 
Audit Documentation 
 
W. Scott McDonald, chair of the Audit Documentation Task Force, led the ASB’s discussion of 
the draft documentation standard that the task force is developing. Based on the discussion, the 
ASB asked the task force to— 
 
 Reconsider the terms introduced/defined in a new SAS 
 Draft broader documentation objectives 
 Review the documentation policies of various firms 
 Review common documentation deficiencies reported in peer reviews 
 Review the O’Malley Report 
 
Audit Methodologies 
 
D. Dieter summarized the significant recommendations included in the report of the Joint 
Working Group that studied the audit methodologies of eight of the largest international 
accounting firms. After discussion of the recommendations, the Board agreed that— 
 
 The International Auditing Practices Committee should proceed with a project to incorporate 
the broad themes of the report into the International Standards on Auditing 
 
 It will undertake a project to incorporate the same broad themes into the U.S. auditing 
standards, recognizing that the timing and content of that project would also take into 
account, and could be substantially affected by, the recommendations in the report from the 
Public Oversight Board’s Panel on Audit Effectiveness 
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ATTACHMENT TO HIGHLIGHTS OF ASB JUNE 8, 2000 MEETING 
 
Highlights of AITF meeting on May 9, 2000 
Materiality Task Force 
 
Andrew J. Capelli, Chair, Materiality Task Force (task force), led a discussion about an issue that 
the task force has identified.  The issue concerns the appropriate accounting for the disposition of 
the cumulative effect of the initial application of an accounting principle that management had 
not adopted in prior periods because the effect of not adopting it was not material to the financial 
statements taken as a whole.  The task force identified four alternative methods to account for 
such a situation.  Since resolution of the matter is an accounting rather than an auditing issue, 
task force staff will discuss it with Accounting Standards Executive Committee staff and will 
propose a recommended course of action to the AITF at its June 13 meeting.   
 
The AITF also discussed how various documents relating to the SEC’s Staff Accounting Bulletin 
(SAB) No. 99, Materiality, could best be made available to AICPA members.  
 
Finally, the task force plans to draft several interpretations of SAS No. 47, Audit Risk and 
Materiality in Conducting an Audit, in the next few months. The interpretations will address 
issues such as qualitative aspects of materiality.  
 
SQCS Task Force Proposal  
 
Charles E. Landes, AITF member, led a discussion about possible ASB actions to address a 
recommendation from the Peer Review Process Task Force that the ASB include more specific 
guidance in the Statements on Quality Control Standards (SQCS).  AITF members recommended 
that the ASB establish a standing task force with representatives from the ASB, the AICPA Peer 
Review Board, and the SECPS Peer Review Committee.  The task force will consider whether 
the Guide for Establishing and Maintaining a System of Quality Control for a CPA Firm’s 
Accounting and Auditing Practice (the Guide) should be elevated to an authoritative level similar 
to that of AICPA Audit and Accounting Guides.  The task force also will monitor the need for 
guidance concerning the SQCS on an ongoing basis.  Task force members will be identified and 
asked to draft a charter that will be discussed at the June 13 AITF meeting. 
 
Potential POB Projects 
 
Susan Jones, Technical Manager, Audit and Attest Standards, presented a table outlining 
possible recommendations from the Public Oversight Board (POB) Panel on Audit Effectiveness 
(the Panel) and possible ASB responses.  Some of the possible recommendations already are 
being addressed by existing ASB projects on materiality, audit documentation, auditing 
revenues, and auditing reserves. Other ASB task forces, including those on fraud and internal 
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control, are addressing issues that may be closely aligned with possible recommendations of the 
Panel.  In addition, the ASB will establish a standing SQCS task force that includes 
representatives of the ASB, the AICPA Peer Review Board, and the SECPS Peer Review 
Committee (see above).  The joint task force will address recommendations concerning the 
quality control standards, and facilitate communications between the ASB and the AICPA’s 
practice monitoring groups.  Other task forces will be identified following issuance of the 
Panel’s draft report.  
 
ISA/SAS Comparison Task Force Update 
 
James S. Gerson, AITF member, and S. Jones asked AITF members to identify staff within their 
firms to help with the project on comparing International Standards on Auditing with Statements 
on Auditing Standards.  The International Auditing Standards Subcommittee hopes to have the 
project complete by this fall.  
 
ASB Project Timeline 
 
The Attestation Recodification II task force’s exposure draft has been posted on the AICPA Web 
site.  The comment period ends June 15.  Final issuance of the standard is expected in 
September. 
 
The June ASB meeting will be held on June 8.  The Audit Documentation task force will present 
a proposed Statement on Auditing Standard to replace AU section 339, Working Papers.  The 
Audit Methodologies task force will present a paper prepared by the joint working group and 
discuss possible future actions.  The Financial Instruments task force will present a proposed 
Statement on Auditing Standards (SAS) that has been amended for comments on the exposure 
draft.  On June 7, the Financial Instruments task force will discuss amendments of the Guide that 
will be issued concurrent with the SAS.  The SAS is expected to be voted out at the July ASB 
meeting.   
 
The Auditing Revenues task force is developing a Guide on auditing revenue in selected 
industries and on specific types of transactions.  Eight chapters have been planned.  Four have 
been sent to respondents for their comments.  Two more will be distributed to respondents late in 
May, and the author is working on initial drafts of the final two chapters.  Following revision for 
comments, each chapter will be submitted to accounting standards setters for review.  The task 
force also is investigating the possibility of publishing discrete chapters as downloadable files 
from the AICPA Web site.  The task force will present an update at the July ASB meeting. 
 
The Continuous SysTrust task force had its initial meeting in May and has additional meetings 
scheduled through October.  The task force is using the SysTrust engagement as the basis for 
developing a continuous auditing model. 
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The Fraud Standard Steering task force is overseeing several research projects on the efficacy of 
SAS No. 82.  Completion of some of the projects has been delayed.  Findings of all of the 
research projects will be discussed at the September ASB meeting. 
 
The Technology Issues task force will present a draft of proposed amendments to AU section 
319, Consideration of Internal Control in a Financial Statement Audit, at the July ASB meeting. 
 
Proposed Principal Auditor Project 
 
A. Capelli presented a paper outlining the possible scope of issues to be addressed in a proposed 
project to amend AU section 543, Part of Audit Performed by Other Independent Auditors.  
AITF members recommended that an interpretation of SAS No. 70, Service Organizations, be 
drafted to address whether AU 543 is applicable in situations where one or more of the financial 
accounting and reporting functions are provided by third party service organizations.  AITF 
members also recommended that a project to address the other issues should be considered 
further at the AITF’s planning retreat in September.  Robert C. Steiner, AITF member, will add 
another AU 543 issue that he has identified to the discussion paper prior to the planning retreat. 
 
ABA Liaison Meeting 
 
The AITF will have a liaison meeting with the American Bar Association’s Committee on Law 
and Accounting on Wednesday, May 24, from 10:00 a.m. until 12:30 p.m.  Topics that have been 
proposed for the agenda include noncompliance with professional standards in recent legal 
counsel responses to client inquiries, and SEC response to the ABA’s March 10 letter to the SEC 
regarding SAB No. 99, Materiality. 
 
Other Proposed Projects 
 
AITF members discussed other proposed projects and agreed that the Umbrella Standard and 
Going Concern projects should be dropped from consideration at this time.  Money laundering 
will continue to be addressed in AICPA guidance such as risk alerts.   
 
A new task force, Dating of the Auditor’s Report, will be established to draft guidance to address 
issues and recommendations made at the April ASB meeting by the Technical Audit Advisors 
task force.   
 
AITF members considered whether some of the AICPA Auditing Practice Releases (APRs) 
should be reviewed and modified for issuance as AICPA Audit Guides, primarily to enhance 
their retrievability in electronic format.  ASB members and Audit and Attest Standards staff will 
be identified to review the APRs Audit Sampling and Analytical Procedures.  
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A. Liaison Meeting with the American Bar Association Committee on Law and 
Accounting 
 
AITF members met with representatives of the American Bar Association (ABA) Committee on 
Law and Accounting on May 24, 2000 in New York.  The following topics were discussed. 
 
 ABA representatives stated that they had not yet had any communications with SEC staff 
regarding the content of a letter that the ABA recently submitted to the SEC on SAB No. 99, 
Materiality.  AITF members reported about the activities of the ASB’s Materiality Task 
Force, and about a “Q&A” paper on SAB No. 99 that had been drafted by a Big Five task 
force. 
 
 Richard Towers, Technical Director, Independence Standards Board (ISB), provided an 
update on current ISB projects. 
 
 ABA and AITF participants noted that confusion still exists in both the legal and auditing 
professions with regard to the appropriate content of inquiries of clients’ lawyers concerning 
litigation, claims, and assessments, and lawyers’ responses thereto.  Participants decided to 
establish a joint task force of attorneys and auditors to develop practice guidance that will be 
disseminated to both professions. 
 
 D. Lambert and Thomas Ray, Director, Audit and Attest Standards, provided an update on 
current ASB projects and international auditing initiatives. 
 
Mark Sever, Accounting Standards Executive Committee (AcSEC), and Elizabeth Fender, 
Director, Accounting Standards, provided an update on current AcSEC projects. 
